Digitized  by  the  Internet  Archive 
in  2017  with  funding  from 

This  project  is  made  possible  by  a grant  from  the  Institute  of  Museum  and  Library  Services  as  administered  by  the  Pennsylvania  Department  of  Education  through  the  Office  of  Commonwealth  Libraries 


https://archive.org/details/financingpennsylOOevan 


h V f 
/ f 


t r,'" 
Government  Pub 


iicetiOiis  Section 


rV9/ 


T.  J.  EVANS,  CHAIRMAN 
• PENNSYLVANIA  TURNPIKE  COMMISSION 


SEPTEMBER  lO,  1947 


HARRISBURG,  PA. 


'The  grand  essentials  of  life  are  something  to  do, 
something  to  love,  and  something  to  hope  for.” 

(Unknown) 


THE 


PENNSYLVANIA  TURNPIKE  COMMISSION 


Photo,  Courtesy  Excavating  Engineer  Magazine 


Left  to  right,  Commissioners  Edward  N.  Jones,  James  J.  Coyne, 
Chairman  T.  J.  Evans,  James  F.  Torrance.  Ray  F.  Smock, 
Secretary  of  Highways,  Ex-officio  member  of  Commission, 
not  present  when  picture  was  taken. 


'financing  • PennSijlvaHia's  Hi(jltwa\j 

By  T.  J.  EVANS,  Chairman 
PENNSYLVANIA  TURNPIKE  COMMISSION 


THE  average  motorist  rolls  easily  along  the  smooth  surface  of  the 
Pennsylvania  Turnpike  enjoying  the  comfort  and  relaxation  af- 
forded in  modern  motor  car  development,  thrilling  to  the  typically 
beautiful  Pennsylvania  mountain  scenery  and  peaceful,  rolling  country- 
side, he  has  about  definitely  concluded  that  the  chief  needs  of  the  motor- 
ing public  are  more  highways  designed  and  constructed  similar  to  the 
Turnpike  on  uniform  minimum  grade  and  long  sweeping  superelevated 
curves,  with  no  traffic  obstructions  or  intersections  whatsoever.  Being  a 
practical  minded  American  he  immediately  reflects  on  the  probable  cost 
of  such  added  facilities  and  just  how,  and  to  what  extent,  their  acquisition 
would  effect  his  personal  pocketbook. 


Over  a hundred  years  ago  another  traveler,  quite  probably  the  great 
grandfather  or  great-great-grandfather  of  our  modern  motorist,  in  pio- 
neering his  way  through  Pennsylvania’s  rugged  mountain  terrain  toward 
the  area  of  development  in  the  mid-west  and  far-west,  dreamed  too,  of  the 
day  when  improved  facilities  would  lighten  his  problem  of  transportation. 


Both  the  old  traveler  in  his  horse  or  ox-drawn  vehicle,  and  his  great- 
grandson  in  his  new  luxurious  modern  motor  vehicle,  had  one  common 
thought,  born  out  of  a recognized  necessity,  that  if  his  advancement  were 
to  continue  without  interruption,  additional  and  improved  transportation 
facilities  would  be  required;  the  old  timer  thinking  in  terms  of  market- 
ing the  products  of  his  labor  most  profitably  and  safely;  the  younger  man 
thinking  likewise,  but  in  addition,  also,  of  the  time  element  so  necessary 
of  consideration  in  modern  day  business  competition,  plus  added  comfort, 
safety,  and  reduced  individual  operating  expense. 

The  story  of  happenings  during  the  intervening  years  of  the  old  timer 
and  his  modern  offspring  is,  of  course,  pretty  generally  known  to  most 
readers  and  includes  many  interesting  episodes  of  man’s  conquest  to  over- 
come the  obstacles,  both  physical  and  financial,  which  barred  his  progress. 
During  that  time  there  was  developed  a public  highway  system  in  Penn- 
sylvania which  today  is  the  largest  in  the  nation  comprising  over  40,000 
miles,  according  to  State  Highway  Department  figures^  which  undeniably, 
made  an  inestimable  contribution  toward  industrial  development  and  com- 
mercial progress  not  only  in  Pennsylvania  but  neighboring  states  as  well, 
ever  since  the  Department  was  organized  45  years  ago. 
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Paralleling  the  construction  of  this  huge  highway  system  was  the  even 
more  rapid  development  of  the  gasoline  engine  and  its  adaption  and  per- 
fection in  mass  production  of  the  modern  motor  vehicle.  This  rate  of 
mass  production  within  the  past  two  decades  has  reflected  in  steadily 
mounting  vehicle  registration  and  usage  in  all  parts  of  the  country  with 
likewise  new  and  added  demands  for  improved  highways  upon  which 
these  vehicles  might  be  operated.  Obviously,  the  increasing  cost  of  main- 
taining many  of  the  highways  of  this  huge  system,  constructed  during  the 
earlier  days,  consumes  much  of  the  money  available  to  the  Highway  De- 
partment from  proceeds  of  gasoline  taxes  and  license  fees  in  spite  of  in- 
creased levies  from  the  original  gas  tax  of  one  cent  per  gallon  in  1923  to 
the  present  tax  of  four  cents  per  gallon.  The  remaining  monies  from 
taxation  available  for  replacement  and  improvement  of  existing  primary 
roads  and  construction  of  additional  ones  does  not  appear  sufficient  to  per- 
mit a program  commensurate  with  increasing  demands  of  the  motorist  for 
these  facilities  now  without  further  tax  increases  on  the  general  motoring 
public  which  many  authorities  believe  has  now  reached  the  saturation  point. 

How  then,  will  it  be  possible  to  finance  large  scale  improvements  and 
additional  developments  now  to  cope  with  the  increasingly  serious  traffic 
problem  ? 


Scene  at  "Midway,”  Bedford  County 
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We  believe,  and  our  opinion  is  supported  by  that  of  many  others,  that 
pia)bably  the  best  solution  to  this  question  is  exemplihed  in  the  present 
Pennsylvania  Turnpike  which  has  so  completely  revolutionized  highway 
transportation  throughout  the  East  and  has  caught  the  interest  of  highway 
engineering  experts  throughout  the  entire  country  from  Maine  to  Cali- 
fornia, for  in  its  design  and  construction  they  can  en\'ision  not  only  allevi- 
ation of  the  mounting  highway  transportation  problems  in  their  own 
respective  areas,  but  in  the  method  of  hnancing  through  self-liquidating 
revenue  bonds,  they  can  foresee  the  acquisition  of  similar  facilities  with- 
out the  necessity  of  further  and  added  costs  to  the  general  taxpaying 
public.  The  question  reflected  upon  by  our  modern  motorist  friend  in  the 
opening  lines  of  this  article  is  not  only  a fair  and  logical  question  but  one, 
also,  with  which  more  people  who  own  or  operate  motor  vehicles  should 
concern  themselves. 

When  construction  of  the  present  l60-mile  Pennsylvania  Turnpike 
connecting  two  important  cities,  Pittsburgh  and  Harrisburg,  was  author- 
ized under  Act  No.  211  of  the  General  Assembly  of  Pennsylvania,  ap- 
proved May  21,  19.s7  and  under  which  the  Turnpike  Commission  was 
created,  there  was  no  provision  for  any  direct  appropriation  of  public 
funds  although  the  Commission  was  empowered  with  authority  to  issue 
and  sell  bonds  of  the  Commonwealth  payable  solely  from  revenues  of  the 
road  to  pay  the  cost  of  such  construction.  The  bonds  so  issued  not  to  be 
directly  or  indirectly,  nor  contingently,  an  obligation  of  the  Common- 
wealth either  as  to  the  payment  of  interest  or  principal. 

Having  only  the  estimates  of  its  engineers  as  to  cost  of  the  project  and 
prognostication  of  potential  trallic  and  earnings,  it  was  extremely  difficult 
for  the  Commission  to  interest  either  public  or  private  capital  in  the  pur- 
chase of  its  bonds  which  was  hardly  surprising  because  bankers  were  un- 
accustomed to  this  type  of  hnancing  and  were  reluctant  to  commit  them- 
seKes  for  such  a large  amount  of  bonds  to  hnance  something  new  and 
untried  in  the  held  of  investments. 

Approach  to  the  Federal  Government  through  the  Federal  Foan  Ad- 
ministrator, Reconstruction  Finance  Corporation,  resulted  in  its  commit- 
ment to  purchase  the  entire  issue  of  bonds  as  funds  were  needed  for 
construction  which  totaled  $40,800, 000,  all  of  which  bonds  were  resold 
by  Reconstruction  Finance  Corporation  to  a syndicate  of  private  banking 
interests  simultaneously  upon  receipt  of  each  block  thereof.  A further 
arrangement  with  the  Federal  Government  through  the  Federal  Emer- 
gency Administrator  of  Public  Works,  Public  Works  Administration,  re- 
sulted in  procurement  of  a grant  of  $29,250,000  instigated  largely  to 
provide  employment  for  deserving  people  unable  to  secure  jobs  in  private 
enterprise  during  the  "depression"  period. 

On  November  17,  1943,  the  Commission  by  resolution  determined  that 
an  additional  $3,000,000  bonds  would  be  required  to  provide  hnal  pay- 
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merit  in  full  of  the  entire  cost  of  the  project.  $1,500,000  of  this  amount 
was  otfered  and  immediately  sold  in  December  1943  to  private  bankers 
which  increased  the  outstanding  indebtedness  to  $42,300,000.  This  total 
issue  of  bonds  all  dated  August  1,  1938,  bore  interest  at  the  rate  of  3% 
per  cent  payable  semi-annually  February  1st  and  August  1st,  callable  with 
premium  August  1,  1947,  free  of  tax  both  State  and  Federal. 

It  is  of  some  significance  to  note  that  the  offering  of  bonds  made 
in  December  of  1943  following  three  years  operating  experience,  pro- 
duced a bid  of  1.3  points  over  par  or  a premium  of  $19,500  whereas  the 
original  offering  required  a discount  of  about  eight  points  under  par  in 
order  to  attract  a market  for  them. 

The  success  of  the  project  was  immediately  apparent  upon  its  opening 
to  commercial  trafilfc  October  1,  1940  and  much  of  the  skepticism  and 
temerity  manifest  during  its  construction  was  dispelled  by  the  many  thou- 
sands who  used  the  facility  and  for  the  first  time  in  their  motoring  lives 
enjoyed  the  many  advantages  built  into  the  design  of  the  Turnpike  which 
was  destined  to  have  such  a marked  affect  upon  future  highway  design 
and  construction  throughout  the  country. 

The  use  of  the  facility  from  the  date  of  its  opening  to  and  including 
the  end  of  the  last  fiscal  year  period  May  31,  1947,  is  shown  in  the  follow- 
ing tabulation,  together  with  the  Income  it  produced. 
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TABULATION  NO.  1 


Mo.  period,  Oct.  1, 
May  31,  1941  

1940 — 

Total  Fare 
Paying 
Vehicles 
All  Classes 

Total  Fare 
Revenue 

Income 
from  Con- 
cessions and 
Other  Sources 

Total  Gross 
Income 

1,273,850 

51,418,231.13 

$110,752.00 

$1,528,983.13 

Mo.  period,  June  1, 
November  30,  1941 

1941— 

1,597,526 

1,778,753.58 

144,452.13 

1,923,205.76 

Mo.  period,  Dec.  1, 
May  31,  1942  

1941 — 

757,198 

1,096,186.35 

71,460.06 

1,167,646.41 

Mo.  period,  June  1, 
November  30,  1942 

1942— 

739,743 

1,099,135.23 

56,053.71 

1,155,188.94 

Mo.  period,  Dec.  1, 
May  SI,  1943  

1942— 

380,620 

780,280.48 

33.879.07 

814,159.55 

Mo.  period,  June  1, 
November  30,  1943 

1943— 

503,495 

910,105.30 

40,206.80 

950,312.10 

Mo.  period,  Dec.  1, 
May  31,  1944  

1943— 

450,768 

37,640.64 

835,114.37 

Mo.  period,  June  1. 
November  30,  1944 

1944— 

596,262 

986,237.38 

46,289.31 

1,032,526.69 

Mo.  period,  Dec.  1, 
May  31,  1945  

1944 — 

454,318 

833,198.06 

39,897.35 

873,095.41 

Mo.  period,  June  1. 
November  30,  1945 

1945— 

982,920 

1,352,844.08 

105,125.79 

1,457,969.87 

Mo.  period,  Dec.  1, 
May  31,  1946  

1945— 

908,101 

1,335,923.34 

111,569.17 

1,447,492.51 

Mo.  period,  June  1, 
Nov'ember  30,  1946 

1946— 

1,531,260 

2,051,573.68 

193,085.94 

2,244,659.62 

Mo.  periotl,  Dec.  1, 
May  31,  1947  

1946— 

1,045,829 

1,749,642.14 

125,718.40 

1,875,360.54 

Totals  for  80  mon 

ths  . . . 

11,221,890 

$16,189,584.48 

$1,116,130.42 

$17,305,714.90 

The  foregoing  clearly  indicates  the  trend  of  traffic  and  revenues  and 
the  effect  of  necessary  wartime  driving  restrictions  following  Pearl  Harbor, 
which  analyzed  still  further  presents  the  following  interesting  comparison. 

TABULATION  NO.  2 


T otal  Fare 
Paying 
XA'hicles 

Total 

Gross  Income 

Average 

Vehicles 

per 

Month 

Average 
Gross 
Income 
per  Month 

(Prior  to  Pearl  Harbor) 
l4  months,  October  1,  1940  to  No- 
vember 30,  194 1 

2,871,376 

$3,452,188.89 

205,098 

$246,585.00 

(During  War  Period) 

42  months,  December  1,  1941  to  May 
31,  1945  i 

3,882,4o4 

6,828,043.47 

92,438 

162,572.00 

(Following  War  Period) 

24  months,  June  1,  1945  to  May  31, 
1947  ' . , . . 

4,468,110 

7,025,482.54 

186,171 

292,728.00 

Totals  and  Averages — 80  months. 

11,221,890 

$17,305,714.90 

140,274 

$216,321.00 

As  indicated  in  a previous  paragraph,  the  Turnpike  Commission  re- 
ceived no  appropriation  of  public  tax  money  from  the  Commonwealth 
toward  the  cost  of  constructing  the  Turnpike  and  neither  does  it  receive 
any  appropriation,  whatsoever,  for  the  expenses  of  operating  and  main- 
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taining  the  highway  nor  for  the  interest  on,  or  amortization  of  the  debt. 
All  this  expense,  therefore,  must  be  borne  out  of  income  derived  from  its 
usage.  The  Trust  Indenture,  provided  for  in  the  Turnpike  Act,  further 
and  firmly  binds  the  Commission  to  the  bondholders  through  the  Trustee. 
Under  its  provisions  and  requirements  the  Commission  is  charged  with  the 
responsibility  and  duty  of  fixing  tolls  for  use  of  the  facility  and  of  charg- 
ing and  collecting  the  same,  such  tolls  to  be  so  fixed  and  adjusted  as  to 
provide  income  sufficient  for  all  expenses,  including  interest  and  amorti- 
zation of  the  debt.  It  further  covenants  that  all  such  income  is  pledged 
and  assigned  exclusively  for  these  purposes  without  any  mortgage  or  con- 
veyance of  the  Turnpike  or  any  part  thereof  which  ownership  is  now,  and 
for  all  time,  vested  in  the  Commonwealth. 

The  Commission  in  a sense,  therefore,  becomes  an  intermediary  agency 
or  instrumentality  of  the  Commonwealth  charged  with  the  duty  of  regu- 
lating all  phases  of  financing  and  operation  and  of  providing  a program 
of  maintenance  and  replacement  out  of  its  income  as  to  ultimately  turn 
over  to  the  Commonwealth  in  accordance  with  the  Act,  and  in  sound 
physical  condition,  a highway  facility  of  ultra  modern  design  costing  in 
excess  of  $70,000,000  at  no  cost  whatsoever  to  the  general  taxpaying 
public  of  the  State. 


Approach  to  the  Blue  Mountain  Tunnel  from  the  East 
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While  there  never  has  been  any  realization  by  this  Commission  on  the 
liquid  fuels’  tax  collection  for  gasoline  sold  or  burned  on  the  Turnpike,  it 
has  long  been  contended,  and  we  believe  justifiably  so,  that  there  should 
be.  The  present  fuels’  tax  is  now  collected  from  the  purchaser  on  the 
Turnpike  and  remitted  monthly  by  the  Oil  Company  to  the  general  state 
fund  for  the  purpose  of  public  highway  repair,  construction,  policing,  etc. 
It  is  acknowledged  that  not  all  the  gasoline  sold  on  the  Turnpike  is  con- 
sumed entirely  in  traffic  thereon,  but  neither  is  this  true  conversely,  of 
public  roads.  It  can,  however,  be  reasonably  assumed  that  the  naajor  por- 
tion of  all  gasoline  consumed  in  traffic  on  highways  of  the  State  was  pur- 
chased somewhere  within  the  State  and  on  which  the  four-cent  tax  was 
collected.  It  is  extremely  difficult  if  not  impossible  to  fix  the  rate  of  gaso- 
line consumption  on  public  roads  but  it  can  be  determined  within  a rea- 
sonable degree  of  certainty  for  the  Turnpike  because  of  the  limited  access 
feature  and  transit  ticket  arrangement  by  which  it  is  possible  to  determine 
actual  mileage  travelled  by  vehicle  class.  An  estimate  of  this  made  some 
time  ago  indicates  the  following  from  Oct.  1,  1940  to  Dec.  31,  1946. 


Passenger  Car  Mileage — 

739,527,684  miles,  estimated  at  15  miles  per  gallon  49,301,000  gallons 

Truck  Mileage — 

235,215,497  miles,  estimated  at  8 miles  per  gallon  29,402,000  gallons 

Bus  Mileage — 

11,632,324  miles,  estimated  at  10  miles  per  gallon  1,163,000  gallons 

0 

Total  Gallons  79,866,000 


79,866,000  gallons  at  $.04  per  gallon — $3,194,640.00. 

The  following  tabulation  shows  disposition  of  Gross  Income  appear- 
ing in  foregoing  tabulation  number  1. 


TABULATION  NO.  3 


Total 

Total 

Net  Expenses 
Operation, 
Maintenance, 

Net  Income 

Interest 

Balance 

Gross 

and 

Before 

Charges 

after 

Period 

Income 

Administration 

Interest 

on  Bonds 

Interest 

10/1/40-  5/31/41 

$1,528,983.13 

$651,201.78 

$877,781.35 

— 0 — 

$877,781.35 

6/1/41-11/30/41 

1,923,205.76 

391,233.58 

1,531,972.23 

$255,000.00 

1,276,972.23 

12/1/41-  5/31/42 

1,167,646.41 

447,482.08 

720,164.33 

765,000.00 

44,835.67 

6/1/42-11/30/42 

1,155,188.94 

408,627.59 

746,561.35 

765,000.00 

18,438.65 

12/1/42-  5/31/43-- 

814,159.55 

405,775J4 

408,383.81 

765,000.00 

,356,616.19 

6/1/43-11/30/43 

950,312.10 

394,982.50 

555,329.60 

765,000.00 

209,670.40 

12/1/43-  5/31/44 

835,114.37 

385,531.39 

449,582.98 

788,593.80 

339,010.82 

6/1/44-11/30/44 

1,032,526.69 

342,331.08 

690,195.61 

793,125.00 

102,929.39 

12/1/44-  5/31/45 

873,095.41 

402,603.82 

470,491.59 

793,125.00 

322,633.41 

6/1/45-11/30/45 

1,451,969.87 

366,384.70 

1,091,585.17 

793,125.00 

298,460.17 

12/1/45-  5/31/46 

1,447,492.51 

412,983.77 

1,034,508.74 

793,125.00 

241,383.74 

6/1/46-11/30/46 

2,244,659.62 

465,653.02 

1,779,006.60 

793,125.00 

985,881.60 

12/1/46-  5/31/47 

1,875,360.54 

533,407.50 

1,341,953.04 

456,805.56 

885,147.48 

Totals  

$17,305,714.90 

$5,608,198.50  $11,697,516.40 

$8,526,024.36 

$3,171,492.04 

D 


* Deficit. 
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Allotted  space  will  not  here  permit  recital  of  the  many  problems, 
physical  and  hnancial,  involved  in  maintaining,  operating,  and  adminis- 
trating affairs  of  this  l60-mile  project  but  a glance  through  the  foregoing 
tabulation  indicates  that  expenses  during  the  winter  months  are  generally 
m excess  of  that  for  summertime  and  relfect  a huge  expenditure  necessary 
each  year  to  combat  the  physical  elements  of  snow'  and  ice.  For  some 
further  information  on  the  matter  of  expenditures  for  maintenance,  oper- 
ation, and  administration,  I believe  it  should  be  stated  that  this  is  regu- 
lated by  an  Annual  Budget  prepared  each  year  by  the  Commission  and 
filed  with  the  Trustee  and  Consulting  Engineer  representing  the  interests 
of  the  bondholders,  w'ho  have  recourse  through  provisions  of  the  Inden- 
ture of  any  disagreement  or  objection  thereto.  The  Annual  Budget  is  so 
prepared  as  to  determine  expenses  for  each  month  separately  throughout 
the  fiscal  year  and  by  w'hich  it  is  possible  for  the  Trustee  to  determine  just 
what  monies  are  to  be  retained  out  of  revenues  to  meet  current  expenses 
before  transferring  from  earnings  to  the  various  reserve  funds  for  interest, 
bond  retirement,  etc. 

Following  sustained  losses  of  revenue  throughout  1942-43  and  44, 
during  the  period  of  restrictions  to  traffic  so  necessary  for  full  and  success- 
ful prosecution  of  war  against  the  enemy,  it  was  realized  early  in  1945 
that  some  remedy  would  have  to  be  affected  tow'ard  impending  financial 
difficulties  to  avoid  utter  depletion  of  cash  reserves  accumulated  prior  to 
Pearl  Harbor  and  probable  default  on  the  debt.  These  were  "dark  days” 
in  the  history  of  the  project  and  called  for  the  exercise  of  the  closest  scru- 
tiny in  the  handling  of  affairs  and  the  making  of  expenditures.  At  no 
time,  however,  during  this  long  period,  was  the  income  derived  insuf- 
ficient unto  the  requirements  for  A-1  Maintenance  and  Operation  but  the 
matter  of  chief  concern  w^as  the  meeting  of  interest  requirements  on  the 
outstanding  issue  of  $42,300,000 — 3%  per  cent  bonds  amounting  to 
$1,586,250  per  year  or  about  $4,300  with  the  dawm  of  every  day  whether 
or  not, the  sun  showm  or  the  snow  flewc  It  was  realized  very  early  in  con- 
sideration of  ways  and  means  of  meeting  this  obligation  that  some  ad- 
ditional legislation  w'as  necessary  beyond  that  provided  in  the  original 
Turnpike  Act.  The  General  Assembly  acted  very  promptly  and  favorably 
,jn  providing  this  required  legislation  which  became  Act  No.  381  upon 
approval  by  the  Governor,  May  24,  1945,  under  w'hich  the  Commission 
was  authorized  to  issue  revenue  bonds  for  w'ar  emergency  financing  of 
interest  and  sinking  fund  requirements,  as  well  as  refunding  any  bonds 
issued  and  then  outstanding. 

With  the  lifting  of  restrictions  and  return  of  traffic  to  the  highw'ays 
following  cessation  of  hostilities  on  both  the  European  and  Pacific  Fronts, 
the  earnings  of  the  facility  immediately  rose  to  former  standards  and 
eliminated  the  necessity  of  issuance  of  any  bonds  for  emergency  financing. 
With  the  threat  of  default  now'  alleviated,  the  Commission  turned  its 
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attention  toward  the  possibilities  of  obtaining,  if  possible,  a lowered  rate 
of  interest  through  refunding  the  outstanding  bonds  and  thus  be  in  po- 
sition to  utilize  increasing  earnings  to  the  best  and  fullest  extent. 

Sustained  and  exhaustive  study  was  made  of  this  matter  for  many 
months  before  hnal  determination  by  the  Commission  was  made  on  No- 
vember 26,  19  i6,  to  proceed  with  a refunding  program.  Legal  Bond 
Counsel  and  Traffic  Lngineering  Experts  w'ere  engaged  to  assist  and  advise 
the  Commission  and  with  the  history  of  earnings  becoming  more  soundly 
established  it  was  possible  to  now  obtain  an  improved  rating  for  Turnpike 
bonds  with  the  several  bond  rating  houses. 

d'he  amount  of  the  total  issuance  of  Refunding  Bonds  required  to  be 


sold  was  determined  as  follows; 

Redemption  of  Principal  Amount — Revenue  Bonds  $42, 300, 000 

Redemption  Premium  of  -i  per  cent  applicable  on  Au^.  1,  1947  1,692,000 


Interest  at  payable  February  1st  and  August  1,  1947  $l,586,2SO 

Less:  Amount  already  in  hands  of  Trustee  in  Reserve  Ac- 
count   1,228,230 

358,000 

Balance  of  Amount  authorized  Nov.  1913  for  completion  of  Turnpike  . . 1,500,000 

Estimated  e.xpenses  of  Issue,  including  fees,  printing  and  engraving 

bonds,  etc 150,000 


Total  $46,000,000 

The  response  to  the  Public  Invitation  for  Proposals  to  purchase 
$46, ()()(), (){)()  Refunding  Bonds  produced  sealed,  competitive,  bids  from 
three  investment  hanking  houses  of  which  that  of  Drexel  and  Company 
of  Philadelphia  and  New  4'ork  was  accepted  as  it  offered  not  only  the 
lowest  interest  cost  to  the  Commission  but  the  highest  premium  as  well; 
the  interest  rate  bid  being  21/r  per  cent  with  a premium  of  $432,354  which 
reflects  a net  interest  rate  of  2.4687  and  a proht  of  .9399  over  par  value 
of  the  bonds. 

In  settlement  and  delivery  of  the  bonds  to  the  purchaser  the  Com- 
mission realized  a total  of  $46,550,548.44  which  included  payment 
for  $46, 000, 000  principal  amount  of  bonds  at  par,  plus  premium  of 
$-132,3‘74  and  accrued  interest  from  December  1,  1946,  to  delivery  date 
of  $118,194.44. 

'Phis  new  issuance  of  Refunding  Bonds,  comprising  46,000  bonds  of 
$1,000  denomination  each,  totaling  $46,000,000,  are  all  dated  December 
1,  1946,  secured  under  a new  Trust  Indenture  of  the  same  date  given  the 
Fidelity-Philadelphia  Trust  Company,  as  44'ustee,  and  bear  interest  at  the 
rate  of  21/^  per  cent  per  annum,  payable  semi-annually  June  1st  and  De- 
cember 1st  of  each  year.  Maturity  date  is  stated  as  December  1,  1976, 
subject  to  the  right  of  prior  redemption  at  the  prices  and  dates  stipulated 
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in  the  Indenture  which  brietly  are:  from  Sinking  Fund  monies  not  earlier 
than  December  1,  1948,  at  a premium  of  3 per  cent;  from  monies  other 
than  Sinking  Fund  not  earlier  than  December  1,  1951,  at  a premium  of 
4 per  cent. 


W'est  Portal  of  Kittatinny  Mountain  Tunnel 


Reduction  in  interest  rate  from  3%  per  cent  on  $42,300,000  bonds  to 
21/2  per  cent  on  $46,000,000  effects  a saving  in  annual  interest  require- 
ments of  close  to  half  million  dollars.  Some  of  this  saving  has  already 
been  applied  to  build  up  the  various  reserve  funds  and  henceforth  will  be 
applied  to  the  Sinking  Fund  for  retirement  of  Bonds.  This  saving  aug- 
mented by  sustained  increases  in  revenue  as  indicated  presently  and  antici- 
pated throughout  succeeding  years  will,  in  all  probability,  provide  for  com- 
plete amortization  of  the  debt  in  much  shorter  time  than  that  scheduled. 
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The  following  tabulation  comprising  income  and  expenses  for  the  past 
two  fiscal  years  presents  an  interesting  analysis  and  reflection  of  the  in- 
creased traffic  throughout  the  past  year. 


TABULATION  NO.  4 

Comparative  Statement  of  Revenue  and  Expenses-Operating  Fund 
for  the  Years  Ending  May  31,  1947  and  May  31,  1946 


Revenue : 

Net  Fare  Revenue  

Income  from  Leases,  Concessions  and 
Miscellaneous  Sources  

Total  Revenue  

Expenses : 

Maintenance  of  Roadwac  and  Structures 
Maintenance  and  Operation  of  Tunnels 

Toll  Ciol lection  

Turnpike  Patrol  

Stores  and  Suspended  Cost  Items  

General  Administrative  

Total  Operating  Expenses  

Operating  Income  Before  Deducting  In- 
terest Charges,  etc 

Less:  Interest  on  Bonds  

Net  Profit  after  Interest  Charges 
Non-Operating  Income: 

Interest  on  Insurance  Fund  Investments 
Interest  on  Reserve  Interest  Account 
Investment 

Total  Non-Operating  Income  . 

Gross  Income  

Non-Operating  Charges: 

Insurance  Fund  Expenditures  

NET  PROEIT  FOR  THE  YEAR 

* Interest  Reduction. 


Year  Eiuliag  Year  Ending 


May  31.  194~ 

May  31.  1946 

Increases 

S3,80 1,2  15.82 

82,688,767.42 

$1,112,448.40 

318,804.34 

216,694.96 

102,109.38 

84,120,020.16 

82,905,462.38 

$1,214,557.78 

8390,380.20 

174,524.92 

171,290.36 

78,913.45 

10,537.18 

173,413.79 

$298,728.78 

147,636.30 

130,655.96 

43,842.90 

9,425.54 

149,078.99 

$91,652.04 

26,888.62 

40,634.40 

35,070.55 

1,111.64 

24,334.80 

8999,060.52 

$779,368.47 

$219,692.05 

3,120,959.64 

1,249,930.56 

2,126,093.91 

1,586,250.00 

994,865.73 

336,319.44= 

81,871,029.08 

$539,843.91 

$1,331,185.17 

1,500.00 

—0— 

1,500.00 

3,333.32 

—0— 

3,333.32 

$4,833.32 

—0— 

$4,833.32 

81,875,862.40 

$539,843.91 

$1,336,018.49 

1,874.54 

—0— 

1,874.54 

81,873,987.86 

$539,843.91 

81,334,143.95 
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The  New  and  the  Old 
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The  Balance  Sheet  of  the  Commission  at  the  end  of  the  last  fiscal  year 
May  31,  1947,  as  compiled  from  the  report  of  Independent  Certified  Public 
Accountants  engaged  semi-annually  to  perform  the  examination  and  audit 
of  accounts  is  as  follows: 


ASSETS 


CONSTRUCTION  ACCOUNTS: 

Fixed  Capital — Cost  of  Turnpike  as  of  May  31,  1947  $73,293,368.00 

INVESTMENTS : 

U.  S.  Treasury  Bonds  (at  cost)  1,537,968.75 

Accrued  Interest  on  U.  S.  Treasury  Bonds 15,700.55 

1,553,669.30 


CASH  FUNDS: 

Construction  Fund  $20,699.01 

Right-of-Way  Fund  52,975.00 

Administrative  Revolving  Fund  1,000.00 

Right-of-Way  Revolving  Fund  3,462.07 


OPERATION  ACCOUNTS: 

Cash  Funds — Revenue  Fund  $558,137.82 

Maintenance  Revolving  Fund  5,000.00 

Change  Fund  15,930.50 


Accounts  Receivable 

Inventories  

Prepaid  Insurance  . 


78,136.08 


579,068.32 

122,895.17 

42,788.24 

16,279.31 


SPECIAL  FUNDS: 

Insurance  Fund — Cash  

U.  S.  Treasury  Bonds  (at  cost)  

Accrued  Interest  on  U.  S.  Treasury 
Bonds  

REPLACEMENT  RESERVE  FUND— Cash 

SINKING  FUND: 

Reserve  Interest  Account — Cash  

U.  S.  Government  Debentu'-es  (at  cost) 
Accrued  Interest  on  Debenture  Bonds  , 

TOTAL  ASSETS  


$44,761.00 

205,000.00 

2,093.41 

251,854.41 

125,000.00 

376,854.41 

$810,728.95 

1,000,000.00 

3,333.32 

1,814,062.27 


$77,877,121.10 
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LIABILITIES  AND  SURPLUS 


COxMMONWEALTH  OF  PENNSYLVANIA  — TURxXPIKE  REVENUE 

REFUNDING— 21/2  PER  CENT  BONDS  OUTSTANDING  546,000,000.00 

SURPLUS : 

Operating  Surplus  52,905,180.05 

Capital  Surplus  529,250,000.00 

Accrued  Interest  on  Construction  Fund 

Investments  11,250.00 

529,261,250.00 

Less:  Excess  amount  realized  from  pro- 
ceeds of  (2V2  per  cent)  Revenue  Re- 
funding Bonds  and  deposited  in  Reserve 

Interest  Account  358,000.00 

28,903,250.00 

31,808,430.05 

ACCOUNTS  PAYABLE— CONSTRUCTION 
Audited  Vouchers  21,923.38 

ACCOUNTS  PAYABLE— OPERATION 

Audited  Vouchers  

Accrued  Trustees  Fees  

ACCOUNTS  PAYABLE— INSURANCE  FUND 
UNEARNED  INCOME 


Round-trip  tickets  and  fare  adjustments 3,003.97 

TOTAL  LIABILITIES  AND  SURPLUS  577,877,121.10 


540,977.62 

2,000.00 

42,977.62 

786.08 
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Like  the  old  adage  of  the  man  who  budt  a better  "mouse  trap,”  so 
the  Pennsylvania  Turnpike  has  produced  a transportation  facility  toward 
which  many  millions  of  motorists  have  beaten  a "path” — so  to  speak — 
returning  again  and  again  as  their  travel  by  motor  vehicle  either  for  busi- 
ness or  pleasure  requires  transportation  between  given  points  in  the  short- 
est possible  time  and  with  the  least  amount  of  physical  effort  for  both  the 
operator  and  the  vehicle.  Will  the  Turnpike  be  extended  and  when 
IS  the  question  many  people  have  asked,  particularly  during  the  past  sev- 
eral years.  The  answ'er,  of  course,  is~  - "yes” — extensions  both  eastwardly 
to  Philadelphia  and  westwairdly  to  the  Ohio  or  West  Virginia  line  have 
been  authorized  for  quite  some  time  by  Acts  of  the  Oeneral  Assembly  but 
w'ere  necessarily  deferred  due  to  the  war.  Very  recently,  however,  fol- 
lowing continued  appeal  of  motor  clubs  and  individual  motorists,  the 
Commission,  with  the  blessing  and  at  the  suggestion  of  Governor  Duff, 
began  a study  of  the  possibilities  of  the  Philadelphia  extension  and  re- 
engaged its  former  Chief  Construction  Engineer  to  assist  in  a location 
study  for  this  new'  leg  of  the  project  w'hich  at  this  writing  is  still  under- 
w'ay  and  is  being  pursued  w'ith  all  possible  speed. 

This  proposed  extension,  which  in  all  probability  will  become  a real- 
ization w'lthin  the  next  year  or  two,  w'ill,  no  doubt,  present  further  inter- 
esting episodes  in  revenue  bond  hnancing,  particularly  with  respect  to  self- 
liquidation of  the  entire  cost.  It  has  been  frecjuently  said  in  the  past  that 
construction  of  the  present  Turnpike  w'ould  not  have  been  possible  with- 
out Federal  participation  toward  its  cost  through  the  grant  of  the  Public 
Works  Administration.  This  statement,  of  course,  is  true  but  only  be- 
cause the  reluctance  of  private  bankers  and  hnancial  interests  to  under- 
write a new,  untried  and  unproven  project,  made  approach  necessary  to 
the  Federal  Government  in  order  to  proceed.  The  hnancing  plan  with 
the  Federal  Government  evolving  from  this  approach  required  that  55 
per  cent  of  the  total  cost  be  provided  through  bond  sales  committed  to  the 
Reconstruction  Finance  Corporation  and  the  45  per  cent  balance  through 
earned  errant  from  Public  Works  Administration.  The  total  cost  of  the 
project,  involving  approximately  $73,000,000  included  not  only  all  costs 
of  construction,  but  included  as  w'ell,  monies  to  provide  bond  discount, 
required  by  R.  F.  C.  in  their  commitment  as  to  acceptance  of  the  entire 
bond  issue,  to  the  extent  of  over  $3,300,000.  Participation  of  both  R.  F.  C. 
and  P.  W.  A.  required  direct  expenditure  from  Commission  funds  of  about 
$250,000  for  engineering  services,  inspectors,  auditors,  etc.,  in  conformity 
to  regulations  for  government  subsidized  projects,  while,  indirect  costs, 
difficult  of  estimate,  resulted  from  regulations  governing  awarding  of  con- 
tracts with  respect  to  scheduled  time,  type  and  character  of  labor,  land 
acquisition,  etc.,  all  of  which  required  a contractor  to  bid  a higher  price 
than  he  would  ordinarily  under  the  usual  contract  and  unquestionably 
added  considerably  to  the  total  cost.  The  added  cost  of  the  project  has 


been  variously  estimated  at  hgures  ranging  from  5 to  10  millions  of 
dollars  higher  than  could  have  been  the  case  had  the  project  been  built 
solely  from  revenue  bonds. 

Had  the  present  day  faith  m the  project  on  the  part  of  financiers  and 
the  general  public  been  existant  back  in  1938  it  is  quite  probable  that  most 
of  the  foregoing  additional  costs  might  have  been  avoided  and  the  total 
cost,  entirely  from  bond  sales,  reduced  to  perhaps  $63,000,000.  The  liqui- 
dation of  the  debt  of  any  revenue  bond  financing  project  is,  of  course,  cal- 
culated with  respect  to  the  normal  earning  ability  of  that  project.  We 
consider  the  last  fiscal  year  of  the  Pennsylvania  Turnpike  ending  May  31, 
1947,  to  be  the  first  normal  year  following  the  lifting  of  war  driving  re- 
strictions and  which  follows  very  closely  the  predictions  of  traffic  engineers 
who  also  estimate  further  successive  increases  during  the  next  three  years. 


Scene  at  AVtduay  looking  west 
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Looking  west  from  Aionntiiin  Top  at  Laurel  Hill  Tunnel 


Figures  heretofore  given  in  Tabulations  No.  1 and  4 of  this  article  show 
that  for  the  fiscal  year  ending  May  31st  last,  gross  income  amounted  to 
slightly  over  $4,100,000,  with  total  expenses  of  $999,000,  leaving  a net 
income  before  interest  and  debt  amortization  of  slightly  over  $3,120,000. 
Projection  of  this  figure  by  a rather  simple  mathematical  analysis  will 
demonstrate  that  the  entire  estimated  debt  of  $65,000,000  would  be  com- 
pletely amortized  within  the  stipulated  life  of  the  bonds  even  at  the  pres- 
ent net  income  figure  of  $3,120,000  per  year  which  in  all  probability  will 
be  increased  according  to  engineers’  estimate  and  forecast. 
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The  Pennsylvania  Turnpike  has  truly  been  the  "yiirtl^^tick”  of  the 
nation  for  measuring  the  success  of  large  self-liquidating  public  improve- 
ment projects  and  in  the  proposed  extensions  of  the  Turnpike  and  real- 
ization of  added  similar  projects  very  shortly  in  many  other  parts  of  the 
country,  this  Commission  sees  complete  vindication  of  its  constant  faith 
in  the  present  Turnpike  in  which  it  was  privileged  and  honored  to  have 
had  a part  and  in  which  it  feels  a certain  degree  of  modest  pride  for  the 
contribution  the  Turnpike  has  made  toward  the  advancement  of  highway 
transportation  everywhere. 


Aerial  view — Approach  to  West  Kittatinny  Mountain 
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"Good  highways  may  be  'good  bye  ways’ 
when  speed  is  fast  and  thinking  slow” 

(Unknown) 
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